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WOTk: hie Sscue of the CIA Weekly Review hes besn prepared 
from material contained ia the ORE Division Weeklien; 
its finsl text hee not, however, been coordinated with 
the Diviaicons. I% la in every sense a sample issue, 
and dissemination is limited to the Coordination, Opsrsa- 
tions, and Planning Staff anf te the ORE Divieions 
thenselver. 
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SA vepaing oritioal attituge toyard UBSi 


Snectilation whether Soviet possession of the atom bomb vould. 
silter ezisting UN political slignments seems to have been reseirec. in 
the negative by reeent roll calle in the GA. Conercte tests of Us 
vgaction were recently provided by the bitter strugsie between “rus 
Slavia. end Czechoslovakia for the Bastern Durepaan 50 seas and br me 
Aotly disputed issues of observance of human rights in the Satellites 
and continuation ef the controversial Wi Korean Commission, Ia : 
three, the USSR suffered resounding defeats} in the human righte < 
she majority vate vas greater than lass spring. 80 fat, the USSe nas 
found the golug rougher in thie GA then in any previous session, Polther 
acquisition of the A-bexb, nor Vishingky's newfound cordiality seo Se 
Rata made friends ov influsnced peopis at Lake Success. On Gh omer 
hend, when the GA considera the probien of the A-bowb iteelfS, 315 15 
sertain thet the faet alens that = tecond major power has acauirec. 
¢his weapon will exert new pressure for a selation. 


Soviet prupegenda sechuioue turned seninas USSR 


fhe Soviet deviee of utilizing Lasarn tional confereness as 
sounding hoards for prépageniia has been turned against the MISA very 
neatiy by Yaugeslavie, in 4& way proving the USSR a goed tancher eat 
Yagodlevia on an} pupil. The forum waa the OA Legal Committse, shiek 
had before it the proposed Deslaration of the Rights and Dublies of 
States, Yugoslavia promptly offered 25 amendments, in¢luding acne 
very poluted proposals on the duby of a state toe raspect the rights 
of other states, not to foment civil war in ether aations, not $0 ane 
2a¢e in Slender compsigns er economic wartaye against fellow U9 :cabers, 
ate. Foland tried to rescte the USER from embarrassment by moyive: that 
she Declaration be referred te the menmlet states--ag a maneutwsy wulhh 
would have stalled the Yugoslav motion indefinitely. Ths Greek vapre~ 
sentative wes unable to refrain from expressing the hope that Yugoslavia 
‘weuld in the future cbhserts the lefty orinciples Yor which 15 waa tontend- 
ine ani from regretting thas such sentiments had not oceurrad 40 Tagn- 
alevia two years age. . 


Fev psople--and, almest cettainly not the Yurosley renrese:tatives-< . 
veliew either that the proposed amendments improve the drax% declaretion 
er that they have the slightest chance of being appreved, But tho Digee 
gleva are os indifferent to these considerations as the USSR has baer on 
azmilar oceasions in the pas’. hey will have attained thelx sala on- 
jJective--a vorldewide audience fer denunciations of their foumer abi. 
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Sranafer of SNA authority to new German Demoors oe Remblac 


Transfer of administrative responsibility over the Reichsbahn 
from the Soviet Military Administration (SMA) to the Ministry of Traffic 
in the new German Democratic Republic is likely to complicate relations 
between the western authorities and the Reichsbahn, Tho exact extent to 
which the SMA has abdicated direct authority over the conduct of these 
velations 1s not yet clear. It appears prebabis, however, that the east 
German Treffic Hinistry may seek to renegotiate existing Allied-Sovict 
agreements on all mattere concerning overland communications between 
wast Berlin and weatern Germany. ‘The motive for such a move on the part 
of the USSR might be in part to coerce the western powers into a de facto 
recognition of the German Democratic Republic. 
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The change in the status of the Refohabann can alan be 
expected to intensify the demand af the wont Eerlin Magistrat fer 
axtension of the authority of the west sactor police to Reichsbahn pro 
property in west Berlin, supplanting the authority ef the Reichsbahn 
police, who are now presusably under ths ultimate authority of the 
German Democratic Republic, rather than of the SMA, If the demanda 
of the Mapistrat are not met, the waeterh powers would in effect be 
tolerating the operation in weet Berlin bf the police of the Democratic 
Rapublic,. 
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SOVIET UNION 


USSR opens negotiations between leerl border commendere to forestait 
iganien Retalistery Acts Se Re Gn we yt 


fhe Soviet-Iranian diepute over the return of fifteen Iranian 
soldiers, arporently being held as hostages by the USSR, may be re- 
solved by negnotintions revortedly anderway between the Iranian and 
soviet border commanders in the area where the Ircuiang vere seized. 
Following Iranian threats to cl se all Soviet establishments in 
Iren, including the Soviet hospital and VORS (Soviet Culturel Agency), 
42 the iranien soldiera wore not returned promptly, tho USSR has Fo 
phsced ite entire personel complement along the border east of the 
Caspian sea. In a con’erence babween the new Soviet border commander 
and the Iranian border commander the Soviet officer reportedly 
promised to consider the return ef the Iranian soldiers. The Tranien 
government, which has pecepted this latest Soviet move as an indication 
thas the USSR intends tc retura the soldiers soon, hes not implenensed 
4ts threats. 


foo USSR's inauguration of negotietions between the local border 
commanders is probably vrompted by 2 desire to keep the dispuse locel- 
330% ag well as to gain time in its efforts to effect the return of 
tua Soviet defeaters, for whom the Iranian soldiere are being held as 
hostages, Moreover, since the Seviet agencies in Iran are especlaLly 
Amportent re centers of Soviet aspionage and subversion, the USSR 
will probably avoid eggravating the current dispute to the point 
thas the Iranian government will act to clone theeo sstablishnents. 


2 October set for Piret Anternations) post-war communist pesce 
dewonstration © 


ULinternational Perce Day," planed for 2 Ostoter, ie the Pirst 
sootdinated, world-wide peace demonstration staged by the Communiats 
ainee the end of the war. Fossibly tined So solincide with the Uz 
Geveral Assembly session, the cceasion will provide the Communiste 
with a fresh opportuaity to point to the USSR ag the gole champion 
of pence, Tha underlying purpose ef this Soviet pesce strategy is 
to etrengthen national Gonmunis’ perties by enlisting the auppert of 
as meny non-Conmunists 2s possible and te induce the maasee to with= 
nold suppers from their govermnents« 


Yropaganda for peace ie DY ne meens a ReW Communist tactile. 5 
ahe Sixth World Congress of the Communit Interastional £1928) 4¢ wre 
resolved thet all Communist Parties would engage in *politieal, or= 
gonizstional, agitationsl end propagendistic work in preparation for 
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international Day for the fight against imperialist wer and defensa 
of the Soviet." Since then, yearly mass dsnonstrations for peate 
were orgenized, beginning 1 Augast 1929 ead continuing until the 
outbreck of World War Il. 


wh the anticipated propsgende thenes have alresdy besn worn 
eemere. the Sc amantata prebably hope, by the resumption of their 
pre-war tactic of sinultancous nase demonstrations, to give ee ; 
apperrente of wider support end more enthusiasm for the Soviet “peace 
Line then was exhibited at the recent peace congresses in Wroeleyv, 
Parig, New York and Mexico City. 
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YUGOSLAVIA 
M.te's position would be strengthened by Security Couneil seat 


AS the current UN General Assembly seseion Yagoelavia has 

publiely asserted ite indepenience of Moscow not only te deserting 

the Soviet bloc in voting on some Eagt-We:t issues, but, even more 

aipnifiemtly, by secking a seat on the UN Security Council, If 

seecessful, Yugoelav menberghip on the Security Cowell would streagthen 

Mtoe's defiance of the USSR because Lt would: (1) afford Yugoslavia « 
atrategic pesition for directing UN attention to dangerous Soviet prasaure, 
thue providing on additional deterrent cgainst Soviet ageression: (2) 
ineresse the internal and international prestige of the Mto regiza, (3) 
provide Tite with ea more impressive rostrum from which to assert the 

ix 4deological superiority of Yugoslav Communiom to Stalinism, thus on- 

aowraging the developmont of TMtoist tendencies in Communist partias 

éhzonughout the world and notably in the Far East. 
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Soviet reretion to the election of Yugoslavia as a Security 
Couneil revlacement for the Ukraine would be extremely antagonistic, 
net only because of the loss of a sect traditionally reserved for a 
Ssvist-bloe member but even more because of the granting of that seas 
to the Eremlin's areh-enemy. ‘The USSR wenld utilise this issue es 
proof that Yugosleviea is now operating as a tool of the Western Powers 
against the People’s Democracies. 


Yugoslavia as a member of the Security Council would have some 
aiffieulty in following an independent line in the Security Council. 
Asenuge Tite ic attempting to be the true interpreter of Communisga 
ond has to compete with the USSR in sunport of Communist interests, 
Yugoslavia could be expected to vote often with the USSR against the 
West. Particularly , Yugeslavia would not side with the “capitaliet® 
Went on issues involving western eolonialiam in the Near end Var Eest. 
On many East-\iect iesues, however, Yugoslavia vould probably abstain 
vather than entsgomize the Western Powers. But where Soviet and 
Yugoslav interests clashed, as in Trieste or possibly Greece, Yugoslavia 
would undoubtedly vote against the USSR. In general, Yugoslavia would 
probably adopt a policy of supporting the small nations against thse 
"imperialism of the great powers, both East and Vest. 


SZECHOSLAVARTIA 


Szech-Yugoslav trade contirmes 


Gzechoslovakia'a trade plans for August and September reportediy 
dnelude an exchange of certain essential goods with Yugoslavia. In 
return for 20,000 tone of pyrites, 5 tons of mercury, 1,000 tons of 
hemp, and 350 tons of gyoeum, Czechoslovakia is to supvly Yageslavia 
with 24,500 tone coke, 100 tone cable, and minor quantities of industrial 
equipment believed designed expressly te meet Tugosinv enecifications. | 


This propesed interchanga is small in commerison with the former 
volume of trade and may be a temporary expediency for both parties. The 
eésention of Czech-Yugeslav trade in June 1949 has left Czechoslovalcia 
eriticaliy short of pyrites and mereury end Yugoslavic with an in- 
adequate eupply of coke. Therefore, despite the widening rift detreen 
Tito and the Kremlin, neither the Creche nor the fugoslavs appeare 
diaposad to let their political differences completely preclude the 
meeting of inmedizte economic requirements, Moreover, it is poaslale 
that for political reasons es well neither side is yet willing to 
sever compistely its relations with the other. 


Sq 


SECRE? 
Approved For Release 2006/09/07 : CIA-RDP80R01731R003600030013-0 


Se EEN 


_ Approved For Release 2006/09/07 : CIA-RDP80R01731 RQ03600030013-0 


SECRET 


RUNGARY 


Difficulties foreseen in Hung ry's ambitious Five~Tesar-Plan 


resi gage Sides Be) 


Tho current Hungerian Three-Year-Plan will be completed, 1% is 
officially claimed, seven months ahead of schedules, and will be 
replaced by a broad Five-Teor-Plan for 1950-1954. 


Tha Three~Year-Plen was essentially a reconstructive program 
and wes to lay the foundation for industrial expansion. As such, 
the plan has reached its goals. in general, production haa attained 
prever levalas 


Objectives of the Five-Year-Pisn eim at a radical transformetioca 
of the national economy. It is planned thet the value of industrial 
production will oxceed thet of agriculture. Of the total 35 billica + 
Zorinte to be invested by tie end of 1954, 17 biliion will go for” 
jndnetry and 6 billion for agriculture. ets 


The Five-feor-Flan sims predominantiy at the development of heevy 
4ndustey, with 20 new >lants scheduled for the iren and manhine 
andustry. By 1954, the iron and machine industry 4n to account for 
34 percent of ell induvtrial production, as compered with 20 percent. 
4n 1938, end electric snergy production, Yor 4.5 vercent. These 
vropertions are pleusibtle i? tho industrial goals are ettained. To 
realize this goal ns total of 500,000 new Andustrial workers would be 
reeroited, most of whom would, initielly, be poorly quzlified. 


fransvoriation facilities must be expanded along with industry. 
By tho end of 2954, the communication syetem is to evceed the 1938 
lavel by 65 percent. Thia goal apnerrs possible sizce such modernization 
has alre dy taken place in the rail lines end in moter tranapor t. 
However, difficulties are being experienced in the vreduction ef 
locomotives, rail cers, and river vescels, ‘but, with expected in- 
créases in supplies and akilied labor, these may be overcome. Tae 
grentest difficulties will prebebdly be experienced in highway traffic 
expansion. : 


In the agricultural sector, the Bive-Teer-Plan calls for an 
inereasa in livestock production, an increase in the average yield 
of wheat by 20 percent, suger bests by 50 vereent ang alfalfe br 
approximately 40 percent. The fulfillment cof these goale is 
Aependent upon success of land retlnmation and irrigation projects, 
use of agricultural mochinery, fertilizers and high quality sced. 
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Sungarien iniustry shows increasing clene of deterioration 


Se eT AA UNA UR  ARHL t e g n , tn  n e 


rete cme ha 


ae Spe et a On to 


Siens of inémetrial economic deterioration in Horgery have daun 
inerenaine within the past few weelts. The Hnngarten Press, during 
Augnst and September has stepped up campaigns of criticiam attacking 
she entire indusipial personnel, from managers te unsiilied Losorevs. 
She inatarees cited have serious connotations wher reviewed in gou- 
sext with the self<eloerifving hablte of the Commnist press. Griblelaens 
have included inatances of grass inefficionsy, produ tion of defective 
goods, lower unit production and abrenteelem among werkere. inatances 
“af euch deficiencies have been cited ac cecurring in the medei 
Seffherr-Schrants frctory (which 1a officlalir predecing treeters an 
mas, boon cited is reports ac particivesin: 
ain var production), and in the dang Vageen factory, another noiel 
“onearien Gomunies enterprise. In locel speeches Deputy Prive 
Minister Eakosi hag spoken @lecreetly cf ench Pailureas. 


The report af the Commniat Party Conference for Gratter Eads.jast 
{606 of Hunsprien inductzy ie concentreted in this area) also corplaize 
o€ the wony failures. In thie report, preductivity of the mannfec turing 
industsy for the peried Februcay to Iniy 1949 is admitted to Seer Lallen 
1975. Im toe Manfred Weiss iron factory, tae percentege of wnate fad 
igen from 10% te 2&6; another factery wee reported to have ha@ 70) 
abrenteea in one day. Inatances of low Laver merale vere higoligh cad 
wy a report thet aick relief had been givea to workers whe were scsunliy 
susfering from soif-inflicted wounds. 


the viclous trent of deterieraticon 
Aeseribed in a mora specific ease histery. In this case, om expe 


*y a non-Uommnint, old-regime, foctory erginesr. With the escery 
she Gormmunist engineers, the origiual plane were disecardec end pre 
eanplesed by the latter. in the deoigm and sconstrection of tha u 
‘Sontalisas Principles" were employed d:. "econenising on meserisis ona 
senmnonrd 4 


Hei ois for the new mit vere bepur ir April LOAS, As 2 ragult of 
tha £ © gad 
the trick eas 4 faiiore. ‘the sama process was reverted trice, one unlt 
HG 


With the bpatliding of euch onits, tha powst prosram wali Fri.. 
‘€ 


Miah the fellure of beély needed power ontput, Industrial oeotne son 
Ll] eontinue te decline, aa wall oe suixer from wasteful use of 326 
Misting PEscu Fess o 
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With the exceotion of the livestock program these agricultural 
targets aeem overly eptemistic, since sericultural goals ave in 
a lerge measure dependent on success of the industriel program, 


it fen'$ likely that the Hungerian economy can make such strides 
in all sectors. ‘The expansion planned for industry will meen a¢%-, 
backs im other areas of production. USSR asgistence 12 imeratizs. 
Otherwiee Hungary's Five-Yeor-Plan will remein largely unfulfili ate 


coe teematna tna ah eat ote 


Tho Rajk trial, which recently ended with death sentences tot 
the principal defendants, will heve revercussions not only in Erstern 
Europe but also emong Communist ond fellew travelling grouns évery- 
vhere, Testimony given by the accused during the trial has included 
deponitiea that Tito-sponsored anti-Stel‘nist plote oxist in Czechoslovekia 
ond Polnnd similar to the one in Hungrry end thet uncoversd exriier in 
Albania, Extensive publicity has teen given thr -ughout Esatern urope 
ég these accusations with euphasis on the werning thst the Bacteara 
European verties must be “vigilant againss infiltration of enemy agenta." 
By eclling Rajk end hie followers cgents of Western {mperiaiism, the 
Cominformists have tried te ecamouflese the svlit in the party; ;owover 
Pravda frankly admitted thet netionalist deviationias is the crise. 


The Cominform vropagenda buildup may be the forerunner of similar 
wergea in Poland and Gzechoslovakia, and nost certainly will resulS in 
a further tightening of party discipline and increased emphasie oa 
idealogical education throughcut the Srtellites. With a purge tong 
overdus in the heterogeneous Czech Party, the Rajk affair may instigate 
a widespread screening of its 2,300,000 members, which would orobably 
culminate in a shakeup on the top level. Jakob Berman, 4 membar oF 
tho Polish Communist Party politbure, warned recently thet although 
an attempt et deviationuhad already been frustrated by bringing 
Gonulka into line, the danger still had to be deal’ with in the 
oversized Perty. In Hung ry, iteeslf, the Rajk affair has provexed 
another of the series of purges, begun a year ago, aimed at reducing 
the party from over a million menbers to 250,000. 


There will also be longer-term consequences of the Rejk afsaly 
ou the effectiveness of Sovies propaganda and ideological s2pea: in 
the general picture of World Communiem, A similar phenomenon, Bae 


Woseow trials of 1936-1938, temporarily turned numbers of lef t-sing 
intellectuals against tha Kremlin. After the furer had died dows, 
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however, many returned to the party line, especially after the 
German. attack on the USSR. ‘The sane sors of confusion snd die- 
‘iinsionment, evoked initially by the Kremlin's conduet toward 

ito, but brought into sharp focus by the Rajk triel, is now evident 
4u Communist, fellow-traveller end leftiet intellectual circles: 

The vesontial differences between the 1938 situation and that af 
today, however, ate (1) that there is now in the person of Tite 

a Leader of a Communist etate who who is extreneny adept in poistang 
eut the contradictions between Soviet statements and Soviet behixior 
and (2) Soviet imperialiem against ostensibly independent stata: 16 
Snvolved in the current purges whereas the 1938 affair did not 
Involve this issue. Yugoslev propaganda, now making capital of 

the Rajk trial, may be expected continually to yevert to the trial 
as en exemple of Soviet duplicity and aggression. ‘The series o” 
ucttonelist triole in Esstern Europe, of which the Rajk affair 
apparent]; foras a part, jndicetes the inability of the Gominfecwists 
ko golive the underlying problem. 


BULGARTA 
Kostov's trial to hit Satellite economic notionaliem 


Featuring economie rather than political deviationiom, the 
teiel of Traicno Kostov, Bulgsria's former scoromic administreta: 
and second-ranking Communist, will form another jn the series ef 
trials presently being staged in the satellites to demonstrate 
the Zubility of any entellite Gonrunies following a nationalis? “LLay o 


ven without faleificrtion of the record the Governuaent’ wil. de 
able to present abundant evidence thet the originel charze MAGS 
against Koatev-~that he had engaged in anti-Soriet ectivitye-is true. 
At the time of the original secusation in April 1949, the only “int 
of Kostev's anti-Sovie? attitude wie a report thes a speech he aad 
node to the fifth Party Congress in December 1948 bad been altersd 
at the last minute to stress the {ndispensability of the YSSR to 
Bulgarian economic developnent, as well se the necessity of 
eventusiiy nationalizing agricul ture. A hint of Kestov's leaminga 
wax given by the revelation that he had invoked the State Secrats 
‘Lay aeainst Soviet economic representetives. 
Koatov attempted tc use informatics 
in 1947 a8 a basis for the thesis. advsneed 


#athered by a tr: de His 
at the December 1948 Party Congress, that Bulg ria would profit sore 
from trade with the other gatellltes then with the USSR. 
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incawich ag the revelation that Kosatoy sought to liberate 
Buigeria’a economy frou the USSR would wake hin 4 local hero, 
he state will doubtlesa attempt to prove that his real purpose 
yen te deliver EBulgpris, as Tite did Yugeslevia, to the imperialist 
Yost. Available reports dndicote that Bulgarian Cominformiste 
wave alreody begun preparing evidence to substantiate such charges. 
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nd 
SHORE 


#¥AR BAST = PAGIEFE G 


GHIA 
“United Snonb" oa nesocai tion mat nok hors. 


Tho "united front" of tha leading nations of Asia aad the 
Heat, im vragard te the question of de jJare recognition of the Commuz).st~ 
controlled People's Republic as the National Govecnacnt of Chine; may 
cellapae before the eng of this year, The Communists, believing thet 
a brealc in the “united front" on the pest of ome mejor power wou)? 
mse tha disaolatdion of the entire structure, are sudeavoring to pace 
funda gortain madjer powera, 


india appears to have been impressed primarily by the natiovel- 
istic negivation, rather then by the Communist domination, of the Chinese 
vavelusion. Morcover, India does not regret the decline of the Estionaliat 
regime, whieh 1% regards 2s dependent upom and subservient to the West, 
Although India probably will not recognize the People’s Republic vi thout 
varoing the US 
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CRIBA 
Baechwan synears next om Communist 11st 


The easy Commmist secupation ef Canten has reduced. Hationni iat 
eoutzol in mainland China to the southwestern provinees of Szechuan, 
Kweichow, Yunnen, and Evangsi. Szechwan, China's most populeus pro~ 
vines, and ite major clties, Chungking and Chengtu. are the most 
inviting ebjectives for the next Communist offensive. An attack on 
Szechwan may begin within the next two weeks and the Province's majer 
eenters probably will be in Communist hande by the end of 1949. 


fhe high, rugged mountains surremmding Szechwan Limit possible 
avenues of invasion, From the north, the most sulfable route for mejor 
troop movements ie the mountain highway south from Nancheng in Shernsi, 
te Kwangyuan in Seechwan, and thenos to the Saechwan basin and the 
cities of Changtu and Chungking, From the east, there are two roails: 
one from the Patung-Eashih area of northwest Rupch and the other from 
the Chanete-Yuanling area in Hunan. These routes join just inside the. 
Ssechwan border and from thers a single road leads directly to Gisagkiag, 
some 190 miles further west. From the south, a highway leade to Cheng- 
king from Kwelyeng, capital of Kwelchow, & iittle over 200 miles tc tha 
south, At the present time, the Communists are in position at ouly one 
af these four departure joints, the area of Changts and Yuanling in 
Hunan. 


Wanehbeng dn Shenei ie Bu Ueung-nen's present beadquarters, i+ 
43 believed that Bu sen muster no more than 20 te 25 thousand combat 
effectives despite all Hationelist reperss to the contrary. The morate 
of Hats forces in pitifwily lew and his field-generalship leaves ruck 
te be desired. ‘fhe Fatuag-Enshih area of Huyeh is prasently defended by 
some 100,000 men under Sung Hei~lien, WNominally under Pai Chung-bsi's 
commend, Sung is confidered unreliable and is expected to offer ne mora 
then, "Lace-saving" roslefance a} beet. 


Within the boundaries of Sgechvan, there are some 35,900 
Nationalist troops aa well as au mdetermined number of indifferent 
provincial levies, together with small forces whe owe allegiance te none 
but their individual warlerd commanders, Agains¢ these troops the Coa 
meniates can throw the 150,000 men of Peng Teh-husi's First Field orvy:; 
aS well as elements from the commends of Lin Po-cheng and Lin Pias, 
tosalling more then that number, These are first-dass forces, sapeble 
of overrunning the defenses of the vrovince in short erder and the antual 
iswmching of the Commmist attack presumably avaits the redispoeitica of 
these trosps. Talis redisposition, while unareperted as yet, is pre tably 
Olvresiy well under ways 
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Although the French last week mounted an attack on the Viot- 
paviese resistance stronghold ef Vinh, an important armg~-naugeling 
=axtopossession of which has deen unchallenged for nearly three years: 
oftacial communtates offer little hope that the over-all French 
militar? nosition will be improved in the near future. Arrivel of 
sone ten tiutsand reinforcements frem France and North Africa during 
the past eeveral months(bringing troop strength in Indochine up to 
approxinately 130,009) has not reversed the steady deterioration oF 
the French position in tmres out of four major fighting «reas. Only 
in the Hanoi area has there. been any improwment. 


Inficative of a growing desperation on the part of the French 
command ig the willingness to take military measures prejudicial both 
to the immediate and to the long-run well-being of the Indochinese 
aconomy., Fruit trees and coconut palme berdering on nilitary routes 
here been cut down in Large mmbers for reasons of military gecurity. 
Railroad werkahops and rolling stock in resistance areas have been 
aeatroyed. Nearly a thoweand junks and sempens plying the river net- 
york of Cechinchina vere stmk in recent operations, thus aggravating 
a shortage of rice in Saigon, already made severe by a resistance 
Plockade of the major producing area to the west. Rice exports for 
the firet half of 1949, as a result, were about 8% of prewar. 


Resistance capabilities, on the other hand, appear to be ine 
proving. Franch High Commissioner Pignon has stated that Vietnamese 
military operations have pansed beyond the guerrilla stage and that a 
‘veel. war’ is now under way in Tonkin, The southern advance of the 
Chinese Communists is expected to permit a flow of arms from China into 
Vietnamese resistance areas, thas imposing a further strain on French 
ragources in order to counter such increaving pressure, During the 
Gheee yoar period ending in 1948, French mili expenditures in Inde- 
chine totalled more than 430 million doliarsa (US), It is estimated 
that operations for 1949 will require an increase of 60% over the 
previous year's expenditures, The time appears te be approaching 
rapidly when the French will be faced with the choice of granting fall 
sovereignty to Vietnam, or accepting the consequences of a costiy 
military dissater. 
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